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ADDRESS BY ALLEN W, DULLES
BIRECTOR OF CENTRAL INTELLIGENCE

'TO THE

FﬂBt!-SIX?K ANNUAL MNEETING
'OF THE

CRANBER OF CONNERCE OF THE UNITED STAYES
WASHINGTION, D, C.
12:30 P.M,, DST, APRIL 28, 1958

Distinguished guests, ladies and gentlemen, I%ve listened
with deep attention te the?reaszks that our distinguished
guests and neighbors have given us, I think I can take from
their remarks that they re#li:e that in faciug any of these
challenges, we're all ia t#e same bhoat, We all approach thenm
from the ssme angle and I #sei sure that we'll all respond
with the same effectiveness to these challenges, MNr, Canham
has beenm very kind in his Qorda of iatroduction; I sometimes
wonder how much I know, Mr, Canham, I read the press, you
know, and I teke very seri&asly all that the press says and
sometimes I don’t get quite as good comments ss you have given
me but we're working hard and we're trying to improve and we're
trying to pull no punches, In my remarks to you today I will
try te present the facts as I see them, I won®t tell you where
Ive got all this information from; some of it is from the press,

but not all of it.
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The subject for you::aeetiag today, es your Chairmen
kas indicated, is the “Di@ensinus of the Internationsl Peril
Facing Us," 1I%ve felt that this was a plr;igulozly pertinent
and timely subject, Hithjyoar two and a half wmillion members,
I believe, but maybe s!an ny last figures were obtained you®ve
grown still more--still nﬁre? well, I will add to 1t in my |
next chance to address yo@. Mr, Donald, under your presidency
possibly--but certainly y&ur organigetion i3 in =& key position
to influence our natien®s aspprosch to internationsl ms well as
domestic affairs and I xe#cnme this chance to talk to this
distinguished represenzntﬁon of your membership on this subject,

It iz a timely nnb}a@t to be considering today for the
Soviet Usion, through its very vocsl leader, Nr. Khrushchev,
is directly challenging the United States and the free world
in the filelds of 1ndustri#l development and foreiga trade as well
a8 in military matters, ﬁt is to the formexr that I am going te
paxticulsrly address mysei!. The other dsy, in one of his many
extemporsneous spcechés. he remaxked, "To the slogan that
says, "let us ara', we rep@y-—thet is, Khrushchev and company--
we reply with the slogan, fla: us trade,”

The economic challenge of the Soviet Union is » dual one.
First, they are setting gﬁﬁis for their own domestle production
to compete directly with ekr own and to quote their words,

"to get shead of us in the ecomomic rsce.,” In the yemarks he
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made o0 our Ambassador the other day, 1f£ I can trust the New
Xork-Iimes and I believe X can, he said, "Mr, Thompson, look
out, we’re on your tail,® Mr., Thompson is our Ambasssdor in
Boscow. The other phase of their challenge is through theiy
fereign economic penetration program,

¥ shall brieflly discaés these two challenges, But before
doing so, I waat to anslyze s bit the developments in Russian
policy over the last decade, but don®t get worried, it's going
to be only a2 page or two on this,

In the ipmediate post-way pervriod, Stalin relied on military
sad paramilitary sction and the military threat as the chief
weapons for the sdvancement of Soviet aims,

It was with milfitary force that the Snviet.tonk ovey and
established thelr control in the European Satellites snd
repressed the democrstic forms of government whieh tried to
fiod root there immediately after the war., It is with military
eccupuation forces snd the threat of the use of force that they
still hold their position in Central Europe,

Then, as you will vemember, going back some yesrs--this
is the time when George Allen was the Ambassador, ¥ belleve, in
Iran that this took place~~there wes an sttempt to take over in
that country, and in Greece, aud in Berlin, There agein it was
the force and the threst of force that was used in the stiempt

to bresk down the free world defenses, Through the Marshall

B T
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Plan and our growing military preparedness following theiy
;ttoipt to take over in Keiea. this threst was contained ins the
¥est; but China was overrun, and for s time Eorea was overrun,
snd Northern Vietnsm went into the Cemmusnist bloc,

These snd other military snd subversive maneuvers alerted
the fres world over that poriod to the dsngers of Stalin’s
policies, The counteymeasures that were taken here and in other
sountries of the free world tended to make them counter~
productive, As you will remember, Stslin was posthumously
discredited by Ehrushehev, His pragrams were generslly repudiated
by his successors and, as far as I caa make out from reading
behind the lines, they litﬁrally trenbled at the risks Stalin
had taken at 8 time when the Soviet Union had no stomis
capsbility to mateh our own, At the same time we must remember
"that Khrashchev's ruthless reprszsion of liberty, with the use
of Soviet troops, should stand to us as a reminder that Stalinist
tectics may at any time be revived 1f the Soviet Union feels
that its vitel interests are sffected,

Today I feel that we face the somewhat subtlerx polilcies
of Mikits Ehyushchev, ¥e have the question as to whether these
policies will be more or lass effective than the somewhat
discredited policies of si.xsn in promoting the sims of inter-

national Communisn,
-4-
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New, of course, I do not want to discount in any way the
sericusness of the Soviet military threat or fts challenge in
the scientific and technaical fields on which ourx advanced
weapons systems depend, And as I see it, underxr its present
policies, the USSR does not intend to use i1ts military power
st this time in such a way as to risk general war, X believe
that they have & very haaltﬁy respect for our retaliatory
capabilities.

Purthermore, the Soviet success with Sputniks and in the
field of &nllistiuflissileﬁ has well mlerted us to the militaxy
dangers snd our missile :nd suy other programs, as you heard
this moruing fxom Ny, nallfday. sre receiving great top priorities.
But as he undoubtly told you and as we all feel heve, we must
be forever watchful of thejSovist emphasis o3 the :ilitiry
applications of science nnd technelagy ian order to anticipate
agy attempis st & breakthrough which could change the balance
of military power, We gzsitly depend these days gn our scientists
and on our technicians in this field, |

But barring such a pahsihllity, it §s most probably in my
epinion that the fateful battles of the cold war will, ia the
toreseesble future, be !naﬁht §n the economic and subversive
tields, That's why I feel it is so importsnt that our Nationsl

Chamber of Commerce should glive its sttention to these matters,
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!A’;#darstun& the seriousness of the Sevie;fecdnékiﬁ"
threst, it is rathex inpnftlnt I think to gst'soae»iﬁei‘nf
the soriet economic and inéastrial base becanse it is on that :
base that they deeelvp the&t penetrttiun and economic exgaasicn L
&aahnAQﬁes. | |

Going bnnk a8 rsr us 3928 the Sariot ﬁninn, tzan then aa, 'f
has been develaping :tﬁidly from a predomimantly lﬂticnltﬁrﬂl -
and isdustrially :nﬁe:developed,eanntrx ta being the secoad
largest ‘economy in the worid. Forced drnt; 1ndustrializat1ea,
anphasi:ing heavy indu:t:y. was carried out by Stalin za
prevent, to quote his own unrdn. snother batting of baakuard
Russis by the more cﬁanuaiqully':évnnneé clpitalist asuntriot.y'f:
Forced draft iudastrinli:ltlon enutinnes in Russise today, and it
~mow the emphasis is more positire: niasly, to meet Khrnskaher s ;ﬁ%
»goal of, *a;tahiag up snd su:;nssing the United Stttes in pex ;i
capitra praduatian within tha shortest possible kisteriall psriod }
of time,* We don't think hé's geing to do that re:y s908, bnt o

“that's gniug to depend a lut on what yeu p:aple dey probably

much more on whgt you peapie do than on uhat qcvetnﬂent é&ll;:
?his theue—«thaz is, of cutahing up to the fnited Staten |
industrially=-is bheiag u;edéau:.ouiy-ts intn:ntl propagands

but alse to ytnp;gtte the Saiiet faith abroad.

Comparisen of the economies of the Paited Stttg:»xné thél
‘PSSR in terms of totsl ptaduption of goods and services does

indicate that the Soviet is making rapid progress.

'y
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Whereas Soviet gross patlonal product was about a third
of our own in 1950, by 395§ it nad incressed to shout 40 percent,
and by 1962 it°11} preb:hlyibe about half of our own., We're
still well ahead but it's inyarzant to keep that loadership,
This means that the Soviet economy has been growing, end is
expected to continue to grow through 1962, at a rais roughly
twice that of the economy %1 the United States., Annuasl growth
over-all has been running &etween six and seven pewcent, annusl
growth of industry, hawere#. has been running at the rate of
10 to 12 percent,

These rates of growth are very high, They have rarely
been matehed except for brief periods in countries coming out
of wartime conditions,

A doller comparison ot}tha USSR and the BS gross netiocnal
product in 1956 reveals thn@ consumption--or what the Soviet
consumer receives--was less than half of totel production,

It was over two-thirds in :ﬁe United Stetes, That's the great
diffevence between the nconpaies; they're really putting thier
effort into the military sshsor; very largely--we, into the
domestic sector, Investment, on the other hand, as & proportion
of gross aatienal product 1# the USSR, was significantly higher
than in the United States.'l?urthernare. investment funds in the

USSR were plowed back primarily inmte expansion of electric power,

S S
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the na:;llu:giexl base, snd into the producer goods industries,.
Ia these fields, it was over 80 porcent of actual 8S investment
in 1956, and in 1956, will probsbly exceed our own., Defense
'dxyahdixures, a8 t'pxuparﬁinu\nt qrass'attianal product in the
- USSR, were very ;1gnif1ag§tly niqhex than in the United States;
in fact, we think it it’&#uutﬁdanblc that of the Uaited States,
‘rhitvis._aa a proportion 4! the nationsl praduet; nat nhsaiately.
| Soviet iadustrisl préénetien in 1956 was sbout 40 pereaét
gt lgrgg as that of iha Béiteﬁ Stntet. ‘However, Soviet heavy |
industry was gropbrtiealtﬁix laxger than thiz over-all tia:tgcl'
~end {n some instsnces the %utgun of specific inﬁa:trigs already
-tgg:aaghéd that of the Bni%nd States, ﬁétput of coal was about
_?B gateent of ours, oa:pat?n! machine tools was about double
oux own snd the steel aﬁtp#s sbout half,

| Sinna 1936, Saoviet ou%pnt'h:& continued its rapid expansioen,
In thayfixsz quarter of ’5&, Soviet industrial production was
1 pe:eent;highaﬁ than a yélr age. In comparison, the Féaernl
Reserve Bosrd index shows # decline of 11 percent in the Haited
States, " :

According to aveilable statistics, in the first quarter

of *58, the Sine-Soviet iin% has for the !itét.:ia& sg:bisaed
the United States in steel %raduetion. That 1is, the Siné*ﬁoviat
Blec; figures with regard té the DSSE slone turned out sbout

75 9atca§t of the steel pro#netian of the United Stetes. These
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are pretty sobering statistics. I'®m sorry to have burdened
You with s0 meny figures bﬁt in oxder to get the sagnitude of
the peril and the type of ponpetitioa we have to face, it
seemed important to do :n.i

ﬁareccési@n is an ezpﬁnsive luxury, I know you a1l feel
that, Its effects mre Bot confined to our own shores. Soviet
propagandists have had » !?eld day im zecent months, poundiag
sway at American entarprise.

Every Soviet Speech, étgtnina article, or radio broadecast
besmed to the underdetelnp#d nations plays up sad, of course,
exXaggerstes our economie pxabiens. The nneeuaitted nations
are being told by the ﬁalnunists- s6e, we told you so, Crises
and unempleyment are iaeriq:ble under capitalism, Coununism
is the only true word to sn@!al progress.,® Our economy 1is
giving the Communists pxap:baad: : target as damaging, and
I trust, as txansitovry as tpa!r owa Sputniks, When X say
transitory that doesn't lc:a we shenld nat prapsre any day
for the posaibility of Ia:ther developments in the syntnik
field; 1t%s mot safe to assiutta that they've shot their lest
one into the afy,

Continued Soviet ia&us#rial growth has hed s counterpart
iz ingreased trade with the free world, Ower the past two

Yaars, theiy trade with tko%Ie:t has been moviag shead fax

‘? -
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sore rapidly thas it was :ith the Bloc itself, rh:t is. io:

a long time tkey traded lastly with the Conauntst 810&: nnw,"
they're cxpan&ina very gragtlr outside, Abaut TG parceat nf

the USSKR*s increase in nonhnlac trade in 1957 was with thg

industrial nations of Heszérn xurnpe and, under ;g:eeaents,uJ

such as that just xaﬁenzly‘cencludad with 6tr=aay, are iikely

to txpand stiil fNOYS,

Sovist aapnbilitias ta export pet:nlenﬂ and. letxls -,‘:f '

':luainaa, tin, zine, and férro-tlloys - 18 inereasiag. !hs f  STE

, ﬁssa is nlready & :upplier in & few traditinnli iastern sqi?;

nnrketa. Over the yesrs, nhc USSR may well hecono g anjar o

source of sany such indiat#uul aecesaities to neste:a Eur
| This seoms particularly likely if !hrushehet‘it able
meet the pretty :lbitinus aannodity gaalx that ba k;s sstﬂt

himself over the next ten or tift;en yaars.

Take, for example, petroleum, The Soviets k:xe se: them

gesl by 1972--I graut you thtt § 3 good ways fo fa: sonn GI
us around the zthls he:e-tha Sa:iazs, by that z%gn, plta is

preduce as much crude ofl a: we in the Dnited Saates do teéix,

Even allowiag tur suhstantixi incresses ia d&uestic consnﬂgtien. :::; 
they could then export ebaut 2 stllian htrralt s dty. 1edly. | |
Restern Europe canxules ;baut 3 millien bnrral: a 4::. .

A itart has slready been aade on a pipelina neeéed to

bring the crude ofl fran tha BUral-¥Yolga hlsin te the Baltie.

 wl0w
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Soviet mbility to usé trade as 8 wespon to adevsace its
pelitical aims will iasruﬁse in a direct ratio as they sucseed
in realixing these acono:ﬂﬁ-qaaln I've montioned, |

?nz nxang1e* once they have penetrated Westorn Zuropemn
mad other marketls to the exteat that these markets become
sahitgutially dependent ai Sgviet industrial rew materials,
they will h#rs svailshle i new and & rvery !nr:ié:hla wespoa
for their economic x;ttard. Because then, by withholding
_ nipglias. by ntgricioasly}rnising prices, or by dumping commodities,
{the Soviets in effect uiﬂl have a sest st the council table)
of the great aatiens of tﬂs world, trading nations of the
world. |

Buriag the Suex arls@s. we saw = brief giiiy:e of Soviet
'agptbiiitiés-za grant or withhold economic favers thtaugh the
:aras af its owa petroleum exports, The increase in zsles of
metals and petroleum to Fr&e World countries, which moved
Sharpiy upward in 1958, 1sinat an sconomic flash 1artha‘pan.
in our epinion, It iz a z%f!aetioa of growing Soviet industrial
| capabilivy, ' |

'!Irthcr"thwir nﬁéernpcnt set up is well ldaptﬁd to waging
econonic as well as politibal.uiriare. They have no budgetary
¢ontrols when it comes to hira;ting funds to particulasrly urgent
national policies. Yhere #aad be no priey consultations with

either parlissments oxr with the psople,
wlle
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This, brisfly dsanribu#‘ is the Soviet economic base, us
we auslygze it today. It is to this base that Moscow is adding
f1s foreign economic pane:rh&iau deals designed to wean to its
eamp the uncommitted and ne#ly developing sxeas of the world,

It is important at the outset of our consideratfon of this
phase of the subject to net@ that the grants are not limited
to those countries where tﬂg:s ifs an early prospect of acceptance
af Communist doctrine.

Of the $2 billions snd moxe of development and military
sid extended by the S:an~5qvist Bloc over the past three Yearse-
sod this is exclusive of intra-Bloc trede, this deesa't imclude
anything that the Soviet téad; to countries like Communist
China, the EBuropean Sutailitqa. and 50 forth--lsrge sums, lerge
amounts of this econonmic lid have gone to couatries which srve
not new in the Soviet camp,

Let us get down to cases: In Egypt the communist party

was g?ti;wed at the tims of the Bloec's original militaxy aid e TR
e _back
effers/in 1955, Besyita‘:agslted erackdowns o8 6gﬂl§§fit

elements within the ceuntrz slace thet tiﬁ&--in Egypt, that

igm~the USSR concluded a Bljﬁx 5175 900 000 economic aid
program in 195?.$W;w~"" '
_Wﬁaggﬁtist iafluence in Sy:iu has beesn reduced following

I S SEUR e B ez

e 1&& _membership in “the ﬁnlted lrlh tepublie in'?bhralry e! this

b s S T R S -1 E“
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year--sven to the point uhére Bakdash, the leading Arab
communist, fled the seuntr#. But the USSR is golng ahead
with its $170,000,000 econénic aid progrsm snd continues te
supply arms under agreements up to about $100,000,000, The
magnitude of this =znd othex military progrenms vraises the question
83 to who may be the e:ent%al user of these arms,

The list of the el:ﬂpias could be extended. Afghanistan
is & monarchy. The Imam of Yemen {s an absolute ruler, But
both of these countries ;:é the recipients of large economic
and nilitsry aid.

The Soviet Bloc econmomic penstrstion of the Yemen provides
a striking instance of zhe%wse of trade and aid a5 an investment
in disorder, I didn®t kae&‘ ¥r, Canham, that when I was
spesking of Yemen it was g?iug to get the froat page of the
papers today, but it got apeué of me a little hit,

Yemeu is sttntegi@:ll& iocated st the entyauce to the

Bed Ses fyom the Gulf of Ahea. it conmends one entrance to

1]

a1l the Suez Canal traffic; the oil meving westward as well
*s goods moving from Europe to the East go by it.
Soviet overyturxes to !paen were appesling to the ruler

there because the Bloc was willing to supply him with arms,

while the West would not, Arms in Yemini hands on the scale

contemplated can only create more trouble in the Niddle Eesst,

-]l
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They will fan the Imam's d#sputa with the British sad with
lecal Sultasates over the ﬁmrdurs of the Aden Protectovate.

The Soviets weve quie& to sense the opporxtunity to create
disorder by giving aild to ?nnea, They moved quickly, Is less
than two years, this analziuount:y of some four millions of
people has been granted $80 millions in credits, these sye
doliaxs not ruples, Addi;innnl offers of over $20 millioans
are currently entstaadiug.; Arms walued at $30 millions have
been delivered., A Soviet #nd Czech militery mission of :éaa
65 advisors is currently in Yemen for trainiag and assistance,

Even the Red Chinese have joined in with an offer of &
loan of $15,000,000 to 1!:#1e Yemen, If all proposed projects
are carried out, the cunnukists will play & key role in Yemen's
eaanany';s well as ia Its #iiitsry developnent,

The Communists have no interest rate problems., They have
ro legislative restrictions. The USSR has developed an attractive
package credit desle~long #erﬁ losns, generally for 12 ysars;
2 1/2 percent interest xaté; repayment in surplus commodities,
and room for bargsiniag 0aipri5es and interest rates. They
have devoted much effort t? the nxtive language training of
the technlcisns they :sn& along with their psckage deals.

Thoughk the znuuunistsieschau capitalist types of business
organigations in thelr own country, they make libexal use of

them abrosd,
-lde
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One of the most 1tpar#tat of these is the Bank of China,
Gommunigt China, It is 2 é:iuuzy source of fumnds to the
12,000,000 Chinese in Southesst Asis--the oversess Chinese,
as we call them, These 2e+a;. controlled from Peiping, often
require appropriate geatu:#s of suppoxt to the Communist regime,

Branches of the Bank %hraughaut the East promote the
export snd sale of Chinese Communist goods in the srea., They
also ¢oliect a vest store %f economic and political information,
both openly and by clandestine meuns,

In Paris, for its_ﬁar&psln business, the Soviets use @
coumercial bank called the}ﬁuuquc Commercisie puur 1° for
Noxthern Europe, It etten?serves &s the agent for cttanti#g
sales of Seviet gold in La#dnz snd on the Continent and is the
mesns through whieh Sgrietjaredits axe transferred to the
Sstellites. It also masintains » widespread system of correspondent
relstionships with buakinginstttutica; throughout Rwrope and
sven in this Hemisphere :a& is one of the chief instruments
for the fimanciag of Suwiek trade with the West and for obteining
information on trade opportunities,

Is America to the saa?h of us, there are & number of
communist frents or sssociated orgsnisations sctively caempaigning
for closer commercial tieafwith the Bloc, In Brazil, one of

these has been offering to import snd to sell Russian sutomobiles
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#t ridiculously low prieas+ This deal did not materiamlize,
it was rejeeted, It then gttarud to lmport a nanpieta iuta
factary from the USSH, !h}le these offers may not have been
serious, they did have son% prebnqanda valne,

On & woxld-wide basis, the Soviet Exién presents i;self-
85 eager to do business an%:eras';:tx:ctiyu-te the customery,
You paaple itve been he;ri?u a bit about thst problem, 1’think,
here in the Ugited St:tes.g

Koscow's foreign aid proeran has partisular sppeal in the

uaée!eloaed countries basuaue Russis until so recently was an

liberated sountries seen t? feel that the Kremlin has fouand

2 new and magic formulas foi quieck i{ndustrialization nhich is
the hsllmerk of beconrinag t‘seéern state is many af thuae cenatries.
That is, they think industfitli:lziau is the kax to ererythinq.
we find that is aot true but they still believe it, They
recognize American eaanonic and isdustrisl leadership in the

world but they feel that tkc democratic prﬁuess ef economic

development may be too xiaw.

Soviet prepagandas tha§ it took the West 150 yesmrs to
schieve industrially what &he Soviet Union is building in »
genexstion or so has s good deal of appeal to them, In the
newly de#elnpiug canntrieﬂ, the drive for scoaomic hattaragnt

has become » crusade asad Jne,tknt is not aimgyz based on reason,
g L
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Also these countries keel that we in the United States
sre far shead of thenm and ﬁhnt while they may sspire eventually
to an econsmy that is suas#hlag like that of the Soviet Union,
they cannot, in the !arase%nhio future, reach the high liviag
stnn&aﬁé of the United 51:&:5.

Faotors suck as thasaiglra 2 particular appesl to the
overtures from the Sovlet #niun. They are not sble to sees
the invisible strings whieh are tied in with Soviet offers
#or do they understand thajsﬁhtle implications of Soviet
subversive penetration uhi%h is a part of every economic packsgs,

Eack time that I prepare s summary of sny phase of Seviet
activities, whethar it be ia thelr domestic industrial develop-
ment, their foreign eenunlia exploitation sctivities, or their
niiitazy preparations, 1 in inpressed by the efforts which
the Soviet make to keep sa§ret the details of thelr operatifons,

if their motives in tﬁe military, industrial sand economic
fields, are, ss they ei:iu; defensive, why should they keep
them ss secret? Why are ﬁe Bot entitled, before we accept
their protestetions zegxrd#ng pesceful coexistence, to ask
that there should be » frt%ker disclosure of their activities—-
something comparabie to th# disclosure made in the free
¢ountries of the world xhrﬁﬂgh their presses aevery day?

For example, bafore t#cir recent offer of a suspension

of nuclear testing, the 5n¥1e=s themselves bhad just completed
-1T=
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& series of nuclear tests, énneeﬁzrctinq & greater number
of tesﬁ: is a short period J! time than 1t's been practically
aver ksown in history. thzéu tests occurred within a single
two~day period in an nnpren@dented burst of sctivity in this
field, 7This was done hehind 8 cover of secrecy except for
announcements that this GaSQranenz, the United Stttas Government,
itself mede. If these nanninaeﬂauts hedn't been made, it
would have never been knownithat they had haeu.testing at all,
But, by and inrgé, their acﬂivitics in auclear testing remain
quite usknown particnlarly #n those countries which are being
filled with Soviet prnpagaudg against testiag,

The nature of their-aiﬂitaxy tid'pragr;na such as I have
described above, by aud large, have been kept as secret as ;
tﬂ¢‘S¢wiet cﬁalé.nun;qé to ﬁésp them, Naturally, sn even
tighter veil of secrecy is kept around most all phases of
their military extahiishn&ntL

The details of our own kid program, of our defense
expenditures, military production, with very few exceptions,
are available to the worlid thraugh the press, In contrast,
the Sovists releuse only the annusl ruble totals of what they
enll defense spending. |

It is our best estimate that the announced Soviet defense
budget as published to the whriﬁ actuaily covers little more
than healf of the rubles thex are now pnztinq fnto militery

activities,
w8
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As loug as this se&reéy remains a cavdiansl tenet of Soviet
pragstice it is extremely dﬂttien!z to ssccept the Soviet protes-
tations of & desive for ﬁe{uetul relations as expressing their
real intentions, j _

It is true, and {t is‘tn encouraging sign, that through
the good offices of the Sta&a Bepartment exchanges of visits
are being arrangsd, pnrt!au?uzly in the cultural, techuical
and ascademic fields., This nay well help to a better mutual
uaderstanding bat that unde%standing will be very incomplete
until it {s brosdened to a paiat where the barriers of sesrecy
&re removed. It is this rs%y secrecy which makes meaningful
agrecments so difficult to *eaak.

And I suggest that aas%unsner to Khrushehev's challenge
to us should be 3 renewed a#tlinnqe to then, as in the President’s
epen sky proposal, to put a# end to secrecy which breeds susplecion
and doubt,

Undoubtedly one of the reasons for secreey is te hide
from the world some of tha érnbis:s that the Soviet Union
faces, 1I%ve been giving you their strong points as well as
8 look at thelr weak pnint:?:l:o.

In the snslysis that I have given, I‘h;vc atressed their
very real schievements, their grewiag power, and their rapid
rate of progress., These factors must not be underestinated,

it's always dsugerosus to sndsrestimste a situstion of this

] G
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currency. They must rely ﬁn the device of settling internstional
balances in stexiing or du#lnrn. In ossence, most of their
trade must remain on s&aet#ing approacking a barter basis,

The ruble is not an iaternitienal currency and within wide
ranges its value is = matter of speculation, varying from the
offisial rate of 204 in the Soviet Unlon to a purchasing value
we estimate of around 10¢, to & quoted valus for ruble notes

in the Swiss market of only = few cents, But, of course, this

iatter rate is due to the qtct that ruble currency can nefther
be legally fmported into the Soviet Onion nor exported froam it,
FPossibly today the most acute problem facing Khrushohevw
is that of mesting the growing demand of the Russisn consumey
for m grester share in the over-all production of the Soviet
Bnion. W¥With a gross national product of sround 40 percent of

our owa, they put into the milf{tary sector a nstional effort

roughly comparasble to our own, leaving only a modest share for
sonsumer goods, That is, z@ey are taking reslly~~their military
effort now out of the hide ££ their own people,

If the Xremlin responds to populayr pressures, they will
be forced to give more and Lere to the consumer, This trend

Eas already started to some slight extent, The Russians have

somewhat improved living standards over the last yesrs and the
sational output of such can?nner-gacds as IV sets aad washing
sachines has been stepped u?. Some former armament plants are now

producing civilian goods. h

-2 ]

Approved For Release : CIA-RDP70-00058R000100110004-4




Approved For Release : CIA-RDP70-00058R000100110004-4

All of this, plrtiuni#rl} if it 1s incressed, will help
te develop a society whexe people will have more opportunity
to satisfy the individual ﬁntrning for a fuller life. Economic
betterment, added to the n#ssi!a educstional system they have
already installed, may heiéunthis is our fond hope--~to build
up a8 generastion of peoplse +cre and more inclined to question the
basic tenets of the tatali*arina philosephy sad less williag
to sccept the sutocretic f&rﬂa of government uadey which they
axe living. ‘

Bnder Ehrushchey thaz+ has been, undoubtedly, some
relaxatisa of the ald,atsi*niat police system, but every two
steps in advance in this s#uss seems to bhe followed by one
step backward as they ures#le with the insoluble problem of
reconciling measures of ir#edau with the stern liane of gommunist
doctrine and discipline, #sd we've seen recently that when
the Yugoslavs stepped out of what they thought was the straight
and nasrrow line of aaﬁnnnl#t doctrine, Moscow sttempted to
punish them, | v

The fact thet the lﬁl#etship of the USSR faces these
very real problems is, however, no excuse for complacency on
sur part, During asad sias? the war, thelr leasdership we must
admit has faced seriouns px#hleaz and has surmounted them,

The economy of the Soviet éﬂiaﬁ a8t I have indicated has grest
-2
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